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Ecuadoran President Gustavo Noboa announced a new round of austerity measures Dec. 27, setting
off new protests and demonstrations and sending his approval ratings plummeting. By mid-January,
as protests showed no sign of abating, the military threatened greater force against demonstrators.
Among the measures announced by Noboa were a 75% raise in public-transportation fares, a 100%
hike in the price of propane-gas cylinders used for household cooking, and a 25% jump in gasoline
prices. Within 24 hours of the announced price hikes, Noboa's approval rating had fallen 12 points,
from 43% to 31%. The poll by the private Cedatos firm showed that 86.5% of Ecuadorans oppose the
increases.

Groups blame IMF for dire economic conditions
In April 2000, the Noboa administration signed a letter of intent with the International Monetary
Fund (IMF) with a commitment to the controversial price hikes along with other financial and tax
reforms, including an increase in the value- added tax (impuesto al valor agregado, IVA) from 12%
to 14% or 15%. The fiscal-adjustment measures were IMF conditions for US$304 million in loans.
Protesting social groups accuse the IMF of causing the economic crisis and the high rate of poverty
in the country.
The groups said on Jan. 13 that they would take their case against the IMF to the UN. Napolean
Saltos, spokesperson for the Coordinadora de Movimientos Sociales (CMS), said lawyers would
present a brief charging that the IMF actions "violate fundamental international agreements
regarding the development of countries and societies" to the UN Human Rights Commission, as
well as to the Organization of American States (OAS) and the International Labor Organization
(ILO). "The great intellectual author of the crisis in Ecuador and in other countries in Latin America
and throughout the world is the IMF," said Saltos. Its "prescriptions have failed in the majority of
countries and no longer fulfill their objectives."

Protesters demand that Noboa rescind hikes
Since Jan. 2, unions, students, and civic groups have led protests throughout the country against
the administration's latest economic adjustment. In the student-led protests between Jan. 2 and Jan.
6, more than 200 people were arrested. Organizations such as the Frente Unitario de Trabajadores
(FUT) and the Coordinadora de Movimientos Sociales (CMS) have drawn up common strategies
against the economic measures. The indigenous organization Confederacion de Nacionalidades
Indigenas (CONAIE) was among the protestors, and it demanded that the government freeze utility
rates for the rest of the year. CONAIE and the other groups have given the government until Jan. 21
to respond to their demands or face an escalation of protests.
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On Jan. 10, thousands marched to the presidential palace of Carondelet in the center of Quito where
police in riot gear used tear gas to disperse the crowd. Leaders presented Noboa with an "alternative
economic proposal." It calls for rescinding the recent increases, improving collection of import
duties, recovering the assets of various failed banks, and implementing plans to reactivate small and
medium-size industry.
Luis Villacis, president of the Frente Patriotico (FP), said the plan would generate revenue of more
than US$9 billion, enough to balance the budget and avoid the adjustment measures imposed by
the president. If the president refuses to consider the plan, said Villacis, protests would continue
and intensify. Villacis predicted, however, that Noboa would not waver from his "pro-IMF vision."
"If Noboa does not rescind the measures by Jan. 21, we are going to send him packing, like we did
with [former President Jamil] Mahuad," said Villacis. The military on Jan. 16 said the protests were
leaning toward "subversion," and he said the military and police would repress any attempts to
destabilize the government.
"Certain political movements or social groups, with the pretext of demanding that the latest
economic measures be repealed, have threatened to carry out popular uprisings with the intention
of overthrowing the legally installed government," said Adm. Miguel Saona, chief of the military
high command. Saona asked Ecuadorans not to participate in any unauthorized protests, adding
that anyone who "incites subversion and chaos" will be arrested and prosecuted. "The national
police do not take responsibility for consequences that arise from complying with its constitutional
mission, protecting life, property, and the legal activities of its citizens," Saona said.
Despite the warnings, Indian and union groups said they would go ahead with a protest march Jan.
21, the anniversary of the popular uprising that brought down the Mahuad government, to protest
the price increases. "We're not going to run, we are going to stay right up front," said Antonio
Vargas, head of CONAIE. "The president and the defense minister are out there repressing the
Ecuadoran people."

Executive and judicial branches at odds on measures
The administration is now embroiled in legal battles, since the courts temporarily suspended the
increases in response to demands presented by the civic organizations.
On Jan. 3, Judge Jaime Santos Basantes issued a temporary suspension of the increase in publictransportation fares. That action angered the bus owners, who began a strike in protest. And, on
Jan. 11, Judge Antonio Guerrero declared the price hikes of gasoline and propane unconstitutional.
Noboa insisted that he would not back down on the price increases and would not accept the
decision of Judge Guerrero. He asked the Corte Suprema de Justicia (CSJ) to overrule the lowercourt judges. Guerrero, in turn, reaffirmed his decision, which will leave the decision to the Tribunal
Constitucional (TC), the highest authority in such matters.
In his State of the Nation address to Congress Jan. 15, Noboa explained his economic program and
announced new social projects to benefit the poorest segments of society and offset the effects of the
latest fiscal-adjustment measures. The administration says it expects a visible economic reactivation
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this year, helped by construction of a new oil pipeline and other infrastructure projects. But official
forecasts for this year are not encouraging. The Banco Central predicts annualized inflation in 2001
will be between 24% and 31%. January's inflation rate is expected to be above 5%, as a result of the
rise in fuel prices and public-transportation fares.

Dollarization has had mixed results
The Instituto Nacional de Estadistica y Censos (INEC) said last year's high inflation was caused
by the prices of goods and services gradually coming into line with international prices under
dollarization (see NotiSur, 2000- 09-15). The adoption of the dollar in 2000 has not been supported
by most of the population, who suffered 91% inflation last year, the highest in Latin America and the
highest annual rate in the nation's history.
Representatives of political parties, the business community, indigenous groups, and other social
organizations rate the first year of the dollarization as negative, pointing out that the economy
has not staged a recovery. Although the minimum salary is US$131 a month, the cost of the basic
consumer basket is double that, with prices constantly moving upward.
A recent UN report estimates that more than 70% of the population is poor. Luis Maldonado Lince,
former president of the Federacion de Exportadores (FEDEXPORT) and a critic of dollarization,
said the new system merely drove the inflation rate up, kept interest rates high, and deepened the
recession. Furthermore, he said, "inflation did not soar even higher simply because buying-power
shrunk, keeping consumption down in the last three months of the year."
Business leaders said dollarization failed to bear fruit because it should have been accompanied by
other essential measures such as privatization of state businesses. Federico Kaune, vice president for
emerging markets at the US investment bank Goldman Sachs, said dollarization would work if fiscal
adjustment were carried out, including tax hikes and privatization of state assets. "If that does not
occur, and oil prices drop, there could be problems servicing the debt in 2002," he said.
"The illusions created by dollarization have come crashing down," said economic consultant Alberto
Acosta. The new system "increases social differences and exacerbates the centralism based on the
accumulation of dollars in areas where commodities are produced for export."

-- End --
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